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FRICANSHAREOFWORLD
AGRICULTURALTRADE
Awiththepricesofexportproductssuchascoffee,cocoa,andtea.
Furthermore,theimport-to-productionratioofcerealshasbeen
onadownwardtrendsince1992andfruitandvegetableexports
havegrowndramatically.
Thesepositivesignshavenotoccurredevenlythroughoutthe
continentandtheregioniscertainlyheterogeneous.Nonetheless,
thesedevelopments,togetherwithincreasedgloballiberalization
andexpandedglobaltrade,presentthemostfavorableconfigura-
tionoffactorstohavepresenteditselfinaverylongtime.Thusthe
newnegotiationsrepresentnotathrea teningerosionofprefer-
ences,suchasthosegrantedintheLoméConvention,butrathera
promisingaccesstonewmarkets.Importantissuestobeconsid-
eredinthemillenniumroundtalksinclude:
improvementsinmarketaccess,particularlyfreeentryfor
goodsfromtheleast-developedcountriesandtheelimination
oftariffescalation;
eliminationofexportsubsidiesthatdisplacedomesticpro-
ductionandofexporttaxesandcontrolsthatexacerbateprice
fluctuationsinworldmarkets;
provisionoftechnicalassistanceandfinancialsupportto
developAfricanagriculturals ectorsasindicatedintheminis-
terialdeclarationapprovedinMarrakeshinApril1994;
continuationofastrongsanitaryandphytosanitaryframe-
workandtheprovisionoftechnicalsupporttodevelopthe
capabilitiestoproduceatthestandardsexpectedinthemar-
ketsofdevelopedcountries;and
provisionofadequatelevelsoffoodaidtargetedtopoor
groups,inwaysthatdonotdisplacedomesticproduction.
Inordertoattainthesegoals,theformationofaneffective
Africanlobbycouldbebeneficial.Suchagroupcoulddrawon
theexperienceoftheCairnsGroup.Indeed,thereare somecom-
moninterestswiththeCairnsGroup,whichcouldbeanimpor-
tantally.AnAfricanlobbyshouldcomewellpreparedtothene-
gotiatingtableandrepresentthediversityofthecontinent,from
countrieslikeSouthAfrica,whichexportsagriculturalproducts
andhasjoinedtheCairnsGroup,toalargenumberofleast-
developedandnet-food-importingcountries.
IfthenewopportunitiesofferedbytheWTOarenotex-
ploited,theprospectsforAfricandevelopmentwillremainun-
satisfactory,makingthecontinentincreasinglyvulnerableto
globalforcesoverwhichithaslittl econtrol.
Africancountrieswillbenefitmostfromthenewopportunitiesif
theycontinuetoreformtheirdomesticpoliciesandinstitutions.
Reformeffortswouldincludemaintainingprudentfiscalandmone-
tarypolicies,avoidingexchange-rateovervaluation,facilitatingthe
freeoperationofmarkets,investinginhumancapitalandproductive
infrastructure,particularlyinagriculturalproductionandruralareas,
andensuringequitableaccesstolandandwater.Suchreformswill
notonlyimprovetheoperationoftheireconomies,butalsoencour-
ageandfacilitateproductivityin creasesinagriculturethroughnew
researchanddisseminationofimprovedtechnologies.Countries
thatfocusoninternalreforms,especiallythosebenefitingagricul-
tureandthepoor,willbepositionedtogainmorefromthenext
roundoftradenegotiations.
!
!
!
!
!
Althoughworldrelativepricesarebe-
yondthecontroloftheAfricannations,there
aremanyinternalfactorshinderinggrowththat
canbecontrolled.Indeed,appropriatedomestic
policiesmayoffsettheadverseterms-of-tradeeffects,
particularlybydismantlingthesystemsthatpreventdo-
mesticproducersfromtakingadvantageofbetterworld
prices.Policiesthatareimplicitlybiasedagainstagricul-
ture—forexample,publicinvestmentsinurbaninfrastructure
ratherthanrural—willnothelpincreasedomesticagriculturalsup-
plyandmakeagriculturalexportsmorec ompetitive.But,countries
candevisepoliciestoensurethatthebenefitsoftradearewidely
shared,includingdomestictaxreformandlandreformthatcanhelp
preventworseningincomedistribution.Increasedgovernment
investmentineducationandinfrastructurewillalsohelpalleviate
possiblenegativeeffectsoftradereformsonthepoor.
ItwillbehooveAfricancountriesinthecoming“millennium
round”negotiationstoevaluatetradescenariosinconcertwith
domesticmacroeconomicandsectoralpolicychangesthatare
aimedatincreasingtheelasticityofagriculturals upplyanddis-
tributingthewelfare-enhancingeffectsoftradethroughoutthe
wholesociety.
IntheaftermathoftheUR,manyAfricancountriescomplained
abouttheireffectivenonparticipationinthenegotiationsand
inabilitytonegotiatemorefavorableconditionsforthemselves.
Byallaccounts,Africancountriesweretangentialtothetalks.
Unfortunately,developingeconomiesinAfricamaynotfare
muchbetterduringtheupcomingmillenniumround.Pessimists
arguethatmostAfricancountriesarenotboundbyWTOagree-
mentsinthefirstplace,sotheirparticipationinth emeetings
wouldbeirrelevantand,worsestill,awasteofresources.
However,thisisnotthefullstory,andtherearepotentialgainsfor
Sub-SaharanAfricaiftheycanparticipatemorefullyinthegrow-
ingworldeconomyandgainaccesstodeveloped-countrymar-
ketsfortheirexports.
Despitefearsthattheglobaleconomyisonthebrinkofare-
cessionandthattheweakereconomiesintheregioncouldbe
badlydamaged,recentdevelopmentsinAfricashouldprovide
someoptimismandspurthecountriesoftheregiontoprepare
seriouslyfortheWTOmeetings.Thepoliticalenvironmentint he
regionhasbeguntochange,withanewgenerationof
decisionmakersemergingatalllevelsofpublicservice.Together
witharenewalofAfricanleadershiphavecomeimprovingeco-
nomicsigns.In1996,31ofthe48countriesinSub-Saharan
AfricashowedpositivepercapitaGDPgrowth.Economic
growthin1997forthecontinentasawholewas3.4percent,
downsomewhatfrom5percentin1996,butonparwiththe
growthratein1995andabovethe0.9percentratein1994.
RecenttrendsinAfricanagriculturehavealsobeenencour-
aging.Agriculturaltermsoftradehavebeenrisingsince1992
(al thoughtheeffectsoftheAsiancrisisarestillunclear),along
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T
hebreakupoftheformerSovietUnionandtheindependence
ofCentralandEasternEuropeancountries(CEECs)has
openeduptheeconomiesofthesecountries,butthepaceoftheir
transitiontofreemarketrulesvariesgreatly.Whilemostofthe
CEECshavealreadyjoinedtheWorldTradeOrganization
(WTO),accessionnegotiationsarestillongoingformostofthe
countriesoftheCommonwealthofIndependentStates(CIS).Will
accessiontoWTOstimulateexportsfromCIScountries,orwillit
justfacilitateimportsfromtheWest?Willtheeconomiccrisisand
thedevaluationoftherubleresu ltinincreasedcompetitiveness?
WillWTOaccessionhelpovercomeagriculturalgrowthprob-
lems?HowrelevantisWTO,giventhedomesticinstitutionalcon-
straintsthatconspireagainstbetter-functioningfoodmarkets,
especiallyintheCIS?IsRussiareadytojoinWTO?Thesearethe
keyquestionsconfrontingtheCEECsandCIS.
WTOmembershipgivesCEECandCIScountriesmost-
favored-nationstatus,whichguaranteesequaltreatmentforall
tradingpartners.Newmemberswouldbenefitfrommarketac-
cessandthepastagriculturalliberalizationeffortsunderGATT.
Furthermore ,WTOmembershipcouldhelperasethedesigna-
tionofsomeofthecountriesas“nonmarketeconomies,”which
hasledtolesstransparentandpotentiallydiscriminatoryprac-
tices—forexample,onthepartofdevelopedcountriesthathave
appliedantidumpingrulesagainsta“dumping”countrywhose
costdataaredeemedtobeunreliable.Tobecomepartofamore
liberalizedworld,countriesapplyingforWTOmembership
mustmakethreeconcessionsregardingtheagro-foodsector.
Theymustofferaspecificlevelofmarketaccess,defineupper
boundsofagriculturalimporttariffsanddomes ticagricultural
support,andmakethenationalagriculturaltradesystemconsis-
tentwithWTOrulesandstandards.Governmentprocurement,
preferentialtrade,andimplementationoftheTradeRelated
InvestmentMeasures(TRIMs)agreementmustalsobeconsid-
ered.
Politicaluncertaintyaboutthenegativereactiontoopenagri-
culturalmarketscanbecounteractedbyquicklyintegratingthe
CEECandCIScountriesintoWTOandputtingtheirtradere-
gimesunderWTOdiscipline.Furthermore,asWTOmembers,
thesecountrieswillhaveaccesstoWTOdisputesettlementbod-
ies,whic hcanbeofgreatimportancewhenexportsdumpedby
industrializedcountriesaregluttingdomesticmarkets.WTO
membershipalsostrengthensdomesticpoliciesandinstitutions,
bringingthemintolinewiththeprovisionsofthemaininterna-
tionaltrade-relatedagreements.Thechangesrequiredinna-
tionalpoliciesandinstitutionsmaybedramatic.Butongoing
tradeliberalizationinthecontextofWTOwillleadtospecializa-
tion,efficiencygains,andincreasedagriculturaltrade.Bringing
theirtransitioneconomiesunderWTOthereforeshouldbeatthe
topoftheCEECandCIS agendas.
FortheCEECs,themostimportantissueconcerningagro-food
tradeduringtheupcoming“millenniumround”tradenegotia-
tionswillbethecompatibilityofcountry-specificaccession
agreementswiththeEuropeanUnion(EU).WTOmembership
helpscountriesachievethiscompatibilitybecauseitstreamlines
nationaltradingregimestofitinternationalstandards.Theposi-
tionofCEECsinthenextroundofnegotiationswilldependon
thestatusoftheirEUmembership.Sofar,however,amongthe
CEECsthataremembersoftheWTO,onlyPolandhassecured
uppertariffboundsfor agriculturalproductsclosetothoseofthe
EUfortheyear2000.OtherCEECcountrieshavesecuredtheir
tariffboundsforselectedagriculturalproductsatWTOlevelsfar
belowthoseoftheEU.Thesecountriesthereforewouldnotbe
abletoassumethetariffsoftheEUwithoutviolatingWTOcom-
mitments.
Furthermore,theamountofsubsidizedexportsbyHungary,
Poland,andtheCzechandSlovakrepublicshasbeensetlow.
Modelsimulationshaveshownthatexportswouldfarexceedthe
subsidizedlevelifthefullsupplyresponsetothepriceincentives
offeredbytheEU’sCommonAgricultur alPolicy(CAP)were
realized.Therefore,theCEECs’obligationstoWTOhavebeen
putforwardasanargumentforfurtherliberalizingtheCAP.The
detailsofWTOconformityandEUenlargementwilldependon
thetimingandsequencingofEUaccession.IftheEUcontinues
toreformtheCAPbyfurtherdecouplingdomesticsupportfrom
production,pricesupportscouldbeexemptedfromfurtherre-
ductions.However,thisisopenfordebateanddepends,first,on
whetherthe“compensatorypayments”forEUfarmerscanbe
extendedtofarmersfromtheCEEC,and,second,onwhether
suchformsofdomest icfarmsupportwillcontinuetobeaccept-
ablemeasuresafterthenextround.
Agriculturaltradeliberalizationhasprogressedatdifferent
pacesintheCEECs.Estonia,forexample,significantlyliberal-
izeditstraderegimefromtheoutset.HungaryandPolandliber-
alizedsomewhatduringthefirstperiodofreforms,butinPoland
signsofprotectionismareagainmounting.Forsomeproducts
andcountriesanincreaseinprotectionofagriculturalproducers
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LRIKEROTEANDETEREHRHEIM UGPWmayresultfromEUaccession.ForCEECsthat
areWTOmembers,accessionagreementshave
strengthenedtrade-relatedreforms.
InthecaseoftheCIScountries,underwhatconditions
willtheirnationalagriculturaltradesystemsbeintegrated
intotheWTO?Becauseofpressurefrominternationaldonors,
mostquantitativeexportandimportrestrictionshavebeenelimi-
natedandexporttaxeshavebeenreducedconsiderablyinrecent
years.However,theissueofmarketaccessremainscontroversial.
Substantialsharesofthefoodtrade,bothwithinandoutsidethe
CIS,arestillbasedon barterarrangementsandstatetrading,re-
sultingindiscriminationagainstinternational,non-CIScompeti-
tors.TheUkraine,facingshrinkingfoodexports,raisedimport
barriersin1997,particularlyforlivestockproducts.Marketaccess
becamelesstransparentasexpensivecertificationproceduresand
sanitarystandardswereincreased.Adomesticparastatalagency
hastocertifyfoodproductseveniftheycomplywiththestrict
standardsoftheU.S.FoodandDrugAdministrationorthe
InternationalStandardOrganisationoftheEU.
InnegotiationswithRussia,theproce ssofdefiningupper
tariffboundsfortradedproductswasenhancedwhenRussia
adoptedtheHarmonizedSystemandtherebyinternationalcus-
tomcodesearlyinitstransitionperiod.Thisstepstillhastobe
takenbyotherCIScountries.However,Russiahasincreased
nominalimporttariffs,andthetransparencyofthetraderegime
islimitedbynumerousnontariffbarrierssuchascumbersome
customsandcertificationprocedures,currencycontrols,struc-
turalandtechnologicalimpediments,corruption,andintellec-
tualpropertypiracy.Foodimportshavebeenhamperedbyanew
fo odlabelinglawintroducedinMay1997.
Tonegotiateanacceptablelevelofdomesticsupportforthe
agriculturalsectoriscomplicatedbydifficultiesinmeasuringthe
levelofsupportforCIScountries.Itishardtoobtainestimatesof
indicatorsliketheAggregateMeasureofSupportbecauseof
problemsintracingtheeffectsofnewlyimplementedsupport
instrumentssuchascreditinkindorsoft-budgetconstraintsfor
formercollectivefarms.Poorlyfunctioningmarketingsystems
alsoaffectthewedgebetweendomesticandinternationalprices.
For1997,OECDestimatesoftheProd ucerSubsidyEquivalent
(PSE)—onemeasureofgovernmentsupport—indicatethatfarm-
ersareagainbeingsubsidizedafteraninitialdecline.However,
PSEsmaybereflectingtheirsensitivityto1998exchangerate
realignments,whichresultedinrelativepriceincreasesforim-
portedfoodproducts.Thequestionremains,therefore,ofwhich
baseyearwillbechosenfordefiningthebindinglevelofdomes-
ticsupportintheaccessionnegotiationswithindividualCIS
countries.
AllCISmemberstatesfinditdifficulttoacceptdefinitecom-
mitmentsonanyoftheseissues.Countries likeRussiaorthe
Ukraine,forinstance,wouldpreferlevelsofprotectionismsimi-
lartothoseoftheEU.However,suchhighlevelsofprotection-
ismareopposednotonlybyfreetradersliketheCairnsGroup
butalsobytheEUitself.Inthiscontext,theunilateralcommit-
mentofacountrylikeUkrainetodisregardtheoptionofintro-
ducingexportsubsidiesinthefuturehastobehighlyvalued.
Afterthecollapseofthecommunistsystem,Russiaconcluded
severalnewtradingarrangements,inparticularthePartnership
andCooperationAgreementwiththeEU,freetradeagreements
with allotherCIScountries,andanumberofagreementsonre-
gionaleconomiccooperation.Thelatteragreementswereoften
insufficientlyimplementedornotatall.In1998,anagreement
onthecreationofthecommonCISagriculturalmarketwas
signed,withvaryingtariffratesandnontariffmeasuresapplied
towardthirdcountries.TheCEECsarealsoengagedinregional
cooperationagreementswitheachotherorwiththirdpartners
(forexample,theEuropeAgreementswiththeEU).
WTOhasformalizedthetreatmentoftheseregionalcooper-
ationagreements.TheCommitteeonRegionalTrad e
Agreementsisinchargeofexaminingtheconformityofthese
agreementswithWTOrules.Forinstance,anyfreetradeagree-
mentmustinclude“substantiallyalltrade”withoutexempting
anysectors.However,thefreetradeagreementthattheCIScon-
cludedinthespringof1998coversagriculturaltradeonly.
AnotherWTOruleexplicitlystatesthattheestablishmentoffree
tradeagreementsorcustomsunionsshouldbecompletedwithin
“areasonablelengthoftime.”Thisrulecouldbeusedasanargu-
mentagainstthelengthytransitionperiodsafterintegrationinto
theEUduringwhic htheagriculturalsectorsofCEECswillbe
exemptedfromadaptingtotheCAP.
AccessionoftheCISandCEECstoWTOwouldstimulatedomes-
ticreformseitherthroughmandatoryWTOrulesorastheresultof
negotiationswithotherWTOmembers.Domestictradebarriers
withinregions,suchasthosethatexistintheCIS,andcontractinse-
curityneedtobeovercome.Capacitybuildingandinstitutional
strengtheningareneededtostreamlineagriculturalpoliciesand
strategies.DomesticandregionalmarketreformsintheCISarea
preconditionforreapingWTOtradebenefits.Thenegotiati onsfor
WTOaccessionshouldbeintensifiedtospeedupthisprocess.A
quickWTOaccessioncouldpreventanytrendtowardincreasing
protectionism.However,WTOaccessionwillonlyresultinmore
liberalagriculturaltraderegimesintheCISandCEECsifthemil-
lenniumroundtradenegotiationspromisefurtherreductionofagri-
culturalprotectionintheEUandtheU.S.Onlyunderthesecondi-
tionswillthetransitioncountrieshavebettermarketaccess,which
wouldincreaseexportopportunitiesandhaveapositiveeffecton
theeconomicstabilizationprocess.
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I
ntheUruguayRound(UR)oftradenegotiations,agriculture
largelydeterminedthepaceandprogressofthetalks,andthe
unwillingnessoftheEuropeanUnion(EU)tomakesignificant
concessionsonagricultureblockedagreementforalongtime.
TheEUtriedtodefenditsCommonAgriculturalPolicy(CAP),
asithadinpreviousdiscussionsontheGeneralAgreementson
TariffsandTrade,andtominimizeanychangesthatmightresult
fromtheURagreements.ForalongtimetheEUwasnotpre-
paredtoaccepttrade-relateddisciplineonexportsubsidiesin
particular,andthe1990Brusselsmini sterialmeeting,whichwas
expectedtoconcludetheURafterfouryearsofnegotiations,
brokedownovertheEU’sresistancetocutsinagriculturalex-
portsubsidies.Ittookanotherthreeyearsoftalkstofindagree-
mentonagriculture.Duringthatperiod,theEU,under
CommissionerforAgricultureRayMacSharry,implementedits
firstrealreformtotheCAPandtherebyputitselfintheposition
ofbeingabletoacceptlimitsandreductionsonexportsubsidies.
WithouttheMacSharryreformitwouldhavebeenverydifficult,
ifnotimpossible,fortheEUtoacceptagriculturaldiscipli nes
thatweremeaningfultotheothernegotiatingpartners,inpartic-
ulartheUnitedStatesandtheCairnsGroup.
WilltheEUbeequallydifficultinthe“millenniumround”of
tradenegotiations?Willitbepreparedtoacceptfurtherreduc-
tionsofexportsubsidiesandtariffs?Theanswerstotheseques-
tionsdependlargelyonthefollow-uptotheMacSharryreform,
namelytheAgenda2000proposalstabledbytheEU
Commission.Undertheoriginalproposal,pricesupportsfor
cerealsweregoingtobecutbyanother20percent,forbeefby
another30percent,andformilkby15percent.Thefin al,scaled-
downversionincludes20percentcutsforcerealsandbeefand
15percentreductionsfordairyproducts.Thesedomesticre-
formshaveimportantimplicationsfortheEUpositioninthe
millenniumroundtalksbecausetheyrelatetobothexportcom-
petitionandmarketaccess.
GrowingsurplusesonEUmarketsmeanthatanunreformed
CAPwouldhavebeeninseriousconflictwiththeEU’sWorld
TradeOrganization(WTO)commitmentsonexportsubsidies,
forcerealsandbeefinparticular.Theavailabilityofcerealsfor
exporthadbeenprojectedtoexceedtheEU’scommitmentson
subs idizedexportsbyasignificantmargin,especiallyinthecase
ofwheat(seeFigures1and2).AslongasEUpricesexceed
worldmarketlevels,astheywereprojectedtodounderun-
changedlevelsofCAPsupport,theEUwouldbeabletoexport
onlywithsubsidiesandhencewouldbeobligatedtoconstrainits
exportstotheamountofitsWTOsubsidycommitments.Under
thesecircumstances,inthenextroundofnegotiationstheEU
wouldcertainlytrytoavoidanyfurtherreductionsofexportsub-
sidiesandagainwouldbeadifficultnegotiatingpartner.The
originalproposaloftheAgenda2000allo wedtheEUtheoppor-
tunitytoexportcerealsandbeefwithoutexportsubsidies.Under
thisproposalEuropeannegotiatorscouldagreemoreeasilyto
furthercutsofthesesubsidiesintheupcomingmillennium
round.ThefinalversionofAgenda2000,however,somewhat
reducesthemarginforflexibilitythattheEUwouldhavehad
undertheoriginalproposal.
Asfarasnegotiationsonmarketaccessareconcerned,cutsin
CAPpricesupportswouldenabletheEUtoacceptfurthertariff
reductionsbecauseitwouldhavelessreasontofearthatlower-
pricedimportswouldundermineitsdomesticp ricesupportmea-
sures.Inotherwords,theEUpositiononthetwocentralareasof
agriculturalnegotiationsinthemillenniumround—marketac-
cessandexportcompetition—dependscruciallyonthefinal
formoftheAgenda2000decisionsandtheirimplementation.
IntheareaofdomesticsupporttheEUislikelytoinsistonthe
needtomaintainthe“bluebox”provisionsthatallowdirectpay-
mentstofarmers.Doingthiswillmeanthatsubsidiesthatlimit
productiondonothavetobefactoredintocommitmentstore-
ducesubsidies.ThecompensationpaymentstoEUfarmersthat
wereintrodu cedundertheMacSharryreform,andthatwouldbe
raisedandextendedunderAgenda2000,fallintheblueboxcate-
goryofdomesticsupport.Theblueboxthereforeislikelytobea
difficultissueinthenextroundofnegotiationseventhoughthe
EUisprettymuchaloneonthisfront.TheU.S.,theothermajor
useroftheblueboxaftertheUruguayRound,hasdecoupledits
compensatorypaymentstocerealgrowerssothattheynowfall
inthe“greenbox”ofnondistortingoronlyminimallydistorting
domesticsubsidies.TheEUisstillquitefarfromhavingfully
decoupleditscompensationpayments andwouldnotreachthat
pointevenunderAgenda2000.Thescaled-downversionof
Agenda2000maintainsblueboxsubsidiesatslightlyhigher
levelsthantheoriginalproposal.
Iftheblueboxweretobeeliminatedinthemillenniumround
oftradenegotiationsandtheEUhadtofactorallitscompensa-
tionpaymentsintoitsdomesticsupportcommitments,theCAP
wouldbeinserioustrouble.Withblueboxsubsidiesincludedin
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TEFANANGERMANN STtotaldomesticsupport,theEUwouldsurpassits
levelofcommitmentattheendofthecurrentWTO
implementationperiod.Domesticsupportwouldbe
evenhigherthancommitmentsiffurtherreductionin
commitmentsweretoresultfromthemillenniumround.
Intheareaofsanitaryandphytosanitarymeasures,theEUis
likelytoraisetheissueofhowtotakeaccountofconsumercon-
cernsaboutfoodsafetyincaseswhereitisdifficult,ifnotimpos-
sible,toprovidescientificevidenceofanyhealththreat.After
havinglosttheWTOdisputeaboutbeefhormones,theEUis
concernedthatitmight havetoopenupitsborderstoimportsof
foodswithcharacteristicsthatundermineconsumerconfidence
andpotentiallycauseaslumpindemandfortheentireproduct
sectorinquestion.SomevocalandpoliticallyinfluentialEU
consumergroupsstronglyresisttheapplicationofbiotechnology
tofood.
AnothergrowingconcerntheEUhasrelatestothetreatment
ofagricultureinregionalfree-tradearrangements.TheEUis
engagedinanumberofnegotiationsontheestablishmentoffree
trade(forexample,withSouthAfricaandtheMercadoComún
delSur[MERCOSUR]).Butmajordifficulti eshavearisenover
agriculture,notonlybecausethecountriesconcernedhavea
stronginterestinextendingregionaltradeliberalizationtofarm
products,butalsobecauseGATTrequiresthat“substantiallyall
trade”beincludedinsucharrangements.IftheEU’srelatively
hightariffsonagriculturalproductshadtobecompletelydis-
mantledintheseregionalfree-tradearrangements,notonly
wouldamajordiversionintradeoccur,butthesustainabilityof
theCAPwouldbeseverelyundermined.TheEUmaytherefore
trytousethemillenniumroundoftradenegotiationstoarrivea ta
moreprecisedefinitionofhowmuchtradecanlegallybeex-
cludedfromfree-tradearrangementsandpossiblyatsomespe-
cificexceptionsforagricultureinthiscontext.
Overall,theplaceoftheEUinthemillenniumroundhasbeen
foreshadowedbythedomesticdebateaboutfurtherCAPreform.
Therecentagreementonfurtherreform,alongthelinesof
Agenda2000,mayturntheEUintoamoreflexiblenegotiating
partnerthanintheUruguayRound,althoughlesssothanwould
havebeenthecaseundertheoriginalproposal.ButtheEUwill
stillraisesomecontroversialissues,suchasconsu merconcerns
abouttradeinfoodproducedwithbiotechnologyandthetreat-
mentofagricultureinregionaltradearrangements.
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T
heprioritiesthatU.S.agriculturehasfortheupcoming“mil-
lenniumround”tradenegotiationsareshapedbydomestic
politicalandeconomicconcerns,includingthewidelyheldbe-
liefinU.S.farmandcommodityorganizationsthattheUruguay
Round(UR)resultswereoversold,thatforeigncommitments
madeintheURwerenotkept,andthattheU.S.administration
hasbeenunresponsivetotheinternationalobstaclesfacedby
domesticagriculture.
IntheU.S.politicalsystemanytradeagreementnegotiated
bytheexecutivebranchmustbeapprovedbytheU.S.Congress.
Inordertoavoi dhavingtheCongressamendandmodifythe
agreement,alegislativeprocedurecalled“fast-track”authority
hasbeendevised.Underit,Congresscannotamendatrade
agreement,butonlyvotefororagainstit.Whenfast-trackautho-
rizationcameupfordebatein1997,agriculturalgroupswereat
bestlukewarmintheirsupportforitbecauseoftheirdissatisfac-
tionwithseveralaspectsoftheURandNAFTA(North
AmericanFreeTradeAgreement).Ultimately,thevoteonfast-
trackwasnottakenin1997becauseitbecameapparentthatthe
billwouldnotpass.Thisfailureshockedsomeagric ultural
groupsconcernedwithinternationaltradeliberalization.
TheAsianfinancialcrisisandtheattendantdropinagricul-
turalexportsbroughthomethecrucialimportanceofforeign
marketsmoresharplytomostU.S.farmgroups.InSeptember
1998,whenfast-trackcametoavoteagain,manyfarmandagri-
businessgroupsgaveall-outsupporttothelegislation,butthe
administrationwasunwillingtopushforpassageforfearof
alienatinglabor,environmental,andotherliberalgroups.With
fast-track’sseconddefeat,severalstrongsupportersoffurther
tradenegotiation swonderedabouttheadministration’sdepthof
commitmenttotradereformandwhatcompromiseswouldbe
neededtogetthenegotiationsgoing.
Inearly1998theU.S.hadproposedthataseriesofsectoralnego-
tiationstakeplace,withoutageneral“round”encompassing
severalorallsectors.Therationalegivenwasthatroundstook
toolongandallowedsomesectorstoholdupliberalizationof
othersectors.U.S.agriculturalinterestspromptlyrejectedthe
ideaofseparateagriculturalnegotiations,arguingthatnegotia-
tionslimitedtoagriculturewerecertaintofail.Butmanyno nag-
riculturalgroupsmayobjecttothesingleundertakingapproach
becauseagriculturalnegotiationsheldupthecompletionofthe
UR.Agriculturalgroups,however,willencouragecomprehen-
sivenegotiationsastheirbesthopeforleveragetogainmajor
concessionsonagriculturefromothercountries.
DuringtheURtheUnitedStatesinitiatedthethree-pronged
approach,namelyimprovedaccesstomarkets,equitableexport
competition,andreductionsintrade-distortingdomesticsup-
ports.ItislikelythattheU.S.willagainpushforthisapproach.
Oneofthecomplicatingf actorsfortheU.S.,asitisforallthe
countriesinthewesternhemisphere,isthesimultaneousnegoti-
ationsfortheFreeTradeAgreementoftheAmericas(FTAA).
Thefinalstrategyinthemillenniumroundnegotiationsmaywell
dependonthestrategyadoptedintheFTAA.
U.S.agriculturalgroupshavebeensorelydisappointedandsome-
timeshighlycriticaloftheoutcomeoftheaccessnegotiationsin
theUR.Theyhavecomplainedbitterlythatsomecountrieshave
manipulatedthetariffquotasystemtoavoidaccesscommit-
mentsmadeintheUR.Moreover,U.S.farmgroupshadbeenled
tobel ievethatallcountrieswereto“tariffy”theirnontariffbarri-
ersandestablishtariffquotastoprovideminimumaccess,but
theyfoundthatmostdevelopingcountriesmerelydeclared
boundtariffs(tariffsthatcannotberaised)withnoaccesscom-
mitments.Manyoftheboundtariffsdeclaredbydeveloping
countriesaresohighthattheyeffectivelyprohibittrade.Given
thisexperience,U.S.farmgroupswilllookwithscepticismupon
specialrulesinthenextnegotiationthatallowdevelopingcoun-
triestoavoidopeningtheirinternalmarkets.TheU.S.islikelyto
pushtodevelop acommonframeworkfortariffquotas,aframe-
workthatwillmaketheminimumaccesspromisedintheURa
reality.
U.S.businessesaresplitonthequestionofenlargingtariff
quotasorsharplyreducingover-quotatariffrates.Export-
orientedsectorswillpushforenlargement,butU.S.negotiators
areacutelyawarethatcurrentU.S.sugar,peanut,anddairypoli-
ciescannotsurviveintheirpresentformwithsignificantlylarger
imports.Sugar,peanut,anddairyproducersdependontariffquo-
tastomaintaintheirdomesticsupportprogramsandhaveenough
politicalpowertoblock theapprovalofatradeagreementthey
stronglyoppose.
DespitestrongU.S.concernsaboutstatetrading,widespread
demandforcircumscribingitsuseincontrollingimportsdoes
notexist.U.S.exportersmayviewtariffquotasratherthanstate
tradingasthemajorbarriertomarketaccessandsomestatetrad-
THESHAPEOFTHEMILLENNIUMROUND
NEGOTIATIONS
ACCESSTOMARKETS
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ALEATHAWAY DHingenterprises(STEs)mayfavorU.S.suppliers.On
theotherhand,sincetheU.S.hasnoSTEsthataffectim-
ports,itwillhavelittleornooppositiontolimitingtheabili-
tiesofSTEstocontrolimports.
Anewconcernaboutmarketaccessisbecomingwidespread
amongU.S.farmandagribusinessgroups,namelythebarriers
erectedbysomecountriestopreventorslowdowntheimportof
geneticallymodifiedplantandanimalproducts.Therecentre-
fusaloftheEuropeanUnion(EU)toallowtheimportationof
somegeneticallymodifiedmaizeandsoybeanshasbroughtthe
U.S.andtheEUtothebr inkoftradewar.TheUnitedStateshas
notyetdevelopedastrategytodealwiththeissuesinvolvedin
thesedisputes,thoughitwillfightvigorouslytopreventcon-
sumersentimentfromdeterminingaccesstoproductsdeemed
safeusingacceptedscientificstandards.
U.S.agricultureiscompletelyunitedontwoissuesthatwillre-
ceivethehighestpriorityinthenextround.Thefirstisthecom-
pleteeliminationofexportsubsidiesonallagriculturalproducts.
ThisisaneasycallsincetheU.S.hasvirtuallynoexportsubsidy
rightsundertheURexceptforwheat,andU.S.industryhas fi-
nallyrealizedthatthereisnonetgaininusingexportsubsidies
forwheatwhenyouhaveafreetradeagreementwithamajor
wheatexporter.
ThesecondcrucialissueistheuncontrolleduseofSTEsasa
singlesellerintheexportmarket.U.S.producersbelievethat
STEscananddocross-subsidizesales,dumpgoods,andother-
wiseengageinunfaircompetition.Buttheyhavenotyetagreed
uponthebestapproachforcurbingthepowerofSTEs.Unless
thereissignificantprogressonthisissue,U.S.producergroups
willremaingreatlydissatisfied.
U.S.agriculturedoesnotsupportbroade ningWorldTrade
Organization(WTO)jurisdictiontolimittheuseofdirectgov-
ernmentcreditorcreditguaranteesforagriculturalexports.
TheU.S.hashadanexportcreditguaranteeprogramforagri-
culturalproductsformanyyearsandU.S.producerswill
stronglyresistanyeffortstorestricttheuseofthatprogram.
U.S.supportforexportcreditguaranteeshasbeenreinforced
becauseAsiannationsstrugglingtomaintainfoodimportsin
thefaceofdomesticeconomiccollapselastyearenthusiasti-
callyembracedtheprogram.
Domesticagriculturalinterestswillstronglysu pportWTO
rulesthatprohibitexportembargoes,exporttaxes,andotherpoli-
ciesthatmightlimittheaccessofimporterstofoodsuppliescon-
trolledbyexportingcountries.U.S.interestshavetworeasons
foradvancingtheseprohibitions:(1)thetendencyofsomecoun-
triestoapplyexporttaxeswhensuppliesaretight,thusincreas-
ingpressureonopenexportingcountriesandexacerbatingthe
concernsofimportersaboutfoodsecurity;and(2)thetendency
oftheU.S.Congressandadministrationstouseexportembar-
goesasatoolofforeignpolicy.U.S.producersfeelthatanint er-
nationalagreementwillhelprestrainsomeoftheunfortunate
tendenciesofU.S.policymakerstouseunilateraltradesanctions
asaforeignpolicytool.
U.S.agriculturalgroupswereneverenamoredwiththecommit-
menttobinddomesticsupportlevelsundertheURagreement.
However,theyacceptedtheideaasitbecameclearthatthemajor
U.S.programsforgrains,oilseeds,andcottonwouldbeexempt
underthe“bluebox”rules,whichallowdirectpaymentstofarm-
erswhorestrictoutput,andthatsupportforcommoditiessuchas
sugar,dairy,andpeanutswouldremainuntouched.Now thedo-
mesticpolicylandscapeintheU.S.haschanged.Supportpro-
gramsforwheat,feedgrains,cotton,andricehavebeendisman-
tled,butthereispressuretomakesubstantialmarketingloans
availableforthesecrops.Becausetherearenoproductioncon-
trolsauthorizedforthesecropsitappearsthattheloanprogram
mightcomeundertheconstraintsimposedbytheUR.TheUR
exemptspaymentsfromconstraintswhenproductioncontrols
areineffectforthecropsconcerned.
TheU.S.positiononwhattodoaboutreducingdomestic
supportsandhowtodefinetrade-distortingdomestics ubsidiesis
unlikelytobeclarifieduntilaftertheU.S.administrationand
Congressdecideonthefutureofthemajorsupportsystems.The
1998crisisinworldagriculturalcommoditymarketsisprompt-
ingareevaluationofthe1996legislationremovingmarketsup-
portandproductioncontrols.Untilthatreevaluationiswell
along,theU.S.positiononthequestionofdomesticsupportsis
unlikelytobefirm.
Differentcommentatorshavesuggestedthattheupcomingnego-
tiationsincludeareasonablyextensivelistofissuesthatmay
havebeenrecognizedbutwerenotincludedinthel astnegotia-
tion.Thislistincludesenvironmentalissues,laborstandards,
animalrights,foodsafety,andconsumerrights.Somegroupsin
theUnitedStateswouldliketoseeanumberoralloftheseissues
includedinthemillenniumroundtradenegotiations,butthe
majoragriculturalandagribusinessgroupswouldnot.Most
U.S.agriculturalgroupsviewtheseissuesasnotverywelldis-
guisedattemptstoreplacetheovertprotectionismfinallyre-
ducedintheURwithprotectionismintheserviceofother,albeit
good,objectives.U.S.agriculturalgroupsaregoingtoresistthe
in clusionoftheseissuesonthenegotiatingagendaandvigor-
ouslyopposerulechangesthatallowtradesanctionstobeused
toenforcesocialobjectives.
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T
hegreaterneedsofdevelopingcountrieshavebeenrecog-
nizedintradenegotiationsespeciallysincetheTokyo
Round.ThesubsequentUruguayRound(UR)includedspecial
considerationsfordevelopingcountries,particularlytheleast-
developedcountries(LLDCs).URparticipantsalsodiscussed
whethertheliberalizationofagriculturalandtradepoliciesmay
haveanegativeimpactonthenet-food-importingdeveloping
countries(NFIDCs).Theseconcernsraisedanumberofcom-
plexissues,someofwhichhaveyettobecompletelyclarified.
Forinstance,“developing”countri esaredefinedonthebasisof
self-identification.Economiesthatareorwerecentrallyplanned
alsopresentdifficultiesforclassification.NFIDCsidentifythem-
selvesassuch,althoughtheymustfollowaprocedureandpres-
entdatatobacktheclaim.LLDCsareclassifiedaccordingto
UnitedNationscriteria.
Atpresent,abouttwo-thirdsofthe134membersintheWorld
TradeOrganization(WTO)aredevelopingcountries.Ofthe48
LLDCsworldwide,29areWTOmembers.Sixmoreareinthe
processofaccessionand3areWTOobservers.TheLLDCsasa
grouphaveapopulationofabout590milli onpeople,withan
incomepercapitaabout4percentthatoftheworldaverage.
AgriculturalproductionpercapitainLLDCshasbeenonadown-
wardtrendforthelastfourdecades,thoughthesameindicator
foralldevelopingcountrieshasgoneupbyabout40percentin
thesameperiod.LLDCsrepresentasmallfractionofworldtrade
(lessthanhalfof1percentfortotaltradeandabout2percentfor
agriculturaltrade).Theyhadapositive(althoughdeclining)net
agriculturaltradebalanceuntilthemid1980s,atwhichpointthe
balanceturnednegative.Almost20percentoftheirtotalimport s
arefooditems.
The18NFIDCshaveapopulationofsome380millionpeo-
ple,andanincomepercapitanearlyfivetimesthatoftheLLDC
averagebutstillmuchlowerthantheworldaverage.NFIDCsare
adiversegroup:4areupper-middleincomecountries(Barbados,
Mauritius,SaintLucia,andTrinidadandTobago);8arelower-
middleincome(Botswana,DominicanRepublic,Egypt,
Jamaica,Morocco,Peru,Tunisia,andVenezuela),and6are
lowerincome(Côted’Ivoire,Honduras,Kenya,Pakistan,
Senegal,andSriLanka).AlthoughSriLanka,Honduras,Kenya,
andMauritiushadnetfoodexports onaverageduring
1995–1997,theyimportedcerealsandonthisbasiswerein-
cludedinthegroup.NFIDCpercapitafoodproductionasashare
ofbothworldanddeveloping-countryaverageshasrisen(al-
thoughfromverylowlevels).Asevensuchcursorydataindi-
cate,theupcoming“millenniumround“tradenegotiationswill
affectindividualLLDCsandNFIDCsinverydifferentways.
Developingcountriesgenerallyfacelowerdisciplinesandenjoy
longertimeframesforimplementingreforms.LLDCsaretotally
exemptedfromWTOcommitments.Tradenegotiationshave
alsoproducedagree mentthatdevelopingandleast-developed
countriesshouldreceivespecialconsiderationformarketaccess
andtechnicalandfinancialsupport.
Foragriculture,developingcountriesareallowedtoreduce
domesticsupportbytwo-thirdsofthelevelrequiredforother
WTOmembersandtoimplementthecommitmentsinaperiodof
10yearsinsteadof6.The“deminimis”clause,referringtothe
portionthatdoesnothavetobedeclaredandreducedaspartof
domesticsupportreformbecauseitisconsideredtoosmall,is10
percentfordevelopingcountriesinsteadofthe5percentforde-
velope dcountries.Somecategoriesofdomesticsupport(inaddi-
tiontothepermittedmeasuresofthe“greenbox”)donothaveto
bereduced,includinggeneralruraldevelopmentprograms,
someinvestmentsubsidies,inputsubsidiestolow-incomeor
resource-poorproducers,andsupporttoeradicateillicitnarcotic
crops.LLDCsarecompletelyexemptfromanyreductionindo-
mesticsupport.
Developingcountriesareallowedsmallercutsintheirbud-
getaryoutlaysforexportsubsidiesandmoretimetomakethese
adjustments.Subsidiestoreducemarketingandtransportcost
forexportsar eexemptedundersomeconditions.Regardingmar-
ketaccess,developingcountriesaresupposedtoreceivelarger
concessionsfortheirexports,areallowedlowerlevelsofmini-
malaccessforproductsthatareastapleintheirdiet,andcan
spreadadjustmentoveralongertimeframe.Inthecaseofsani-
taryandphytosanitary(SPS)measures,developingcountries
canrequesttechnicalassistancefromdeveloped-countrymem-
bersand,again,areallowedlongertimeframestofulfilrequire-
ments.
ConcernsduringtheURthatliberalizationofagriculturalpoli-
ciesandtrademayadv erselyaffectfoodimportsofLLDCsand
NFIDCsledparticipantstoincludeseveralmeasuresdealing
withfoodsecurityissuesinthe“greenbox”ofpermitteddomes-
ticsupport(forinstance,publicstockholdingandprovisionof
foodstuffsatsubsidizedprices).Participantsalsoapproveda
ministerialdeclarationinMarrakeshinApril1994todealwith
possiblenegativeeffectsofagriculturaltradereformsonthe
LLDCSANDNFIDCSUNDERCURRENTWTORULES
SpecialandDifferentialTreatment
PreventingAdverseEffectsonFoodImports
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UGENIOIAZONILLAARCELLEHOMASANDALERIAIEIRO ED-B,MT,VP ÑfoodsecurityofLLDCsandNFIDCs.Thedeclarationwas
reemphasizedatthe1996ministerialmeetingofWTOin
Singapore.
The1994decisionagreedto(1)periodicallyreviewfoodaid
needs;(2)increasetheproportionofbasicfoodstuffsprovided
“infullygrantformand/oronappropriateconcessionalterms”;
(3)providetechnicalandfinancialassistancetoLLDCsand
NFIDCstoimprovetheiragriculturalproductivityandinfra-
structure;(4)considertreatingLLDCsandNFIDCsfavorably
withregardtoagriculturalexportcredits;and(5)assistdevelop-
ingcountrieswithshort-t ermdifficultiesinfinancingnormal
levelsofcommercialimports.TheWTO’sCommitteeon
Agriculturereceivedthemandatetoreviewperiodicallytheim-
plementationofthisdecision,usuallywiththeparticipationof
internationalorganizationssuchastheFoodandAgriculture
OrganizationoftheUnitedNations,theInternationalMonetary
Fund,theWorldBank,theWorldFoodProgramme,andthe
UnitedNationsConferenceonTradeandDevelopment.Thelast
reviewsessiontookplaceinNovember1998.
Notwithstandingtheelaboratesetofprovisionsmentioned,rep-
resentativesf romdevelopingcountries,LLDCs,andNFIDCs
havearguedthatthespecialanddifferentialtreatmentmeantfor
themhasfallenshort,particularlywhenithascometomarket
access,foodaid,andfinancialandtechnicalassistancefordevel-
opingagriculture.TheformulationofanLLDCnegotiating
agendaforthemillenniumroundinthesemattersmustconsider
theimportantdifferencesamongthecountriesinvolved.This
mayrequireabetterconceptualizationofsomedefinitionssuch
as“developing”countriesandNFIDCs.Theagendathatfollows
islargelyfromtheperspectiveofthe LLDCs.
LLDCsshouldbegrantedfreeentryoftheirexportstohigh-
incomeWTOmembersasawayofimprovingtheirmarket
access.Ifthiscannotbeagreedupon,LLDCsshouldpushfor
additionalreductionoftariffs,theeliminationoftariffescala-
tion,andexpansionoftariffratequotasfortheirexports.
Theyshouldalsoaimatincreasingmarketaccessopportuni-
tiesundertherelevantprovisionsoftheAgreementon
TextilesandClothing.
TheURwasafirststepinimposingdisciplineontheunfair
competitionofsubsidizedagriculturalexports,whichhurt
pooragriculturalproduce rsindevelopingcountriesirrespec-
tiveofthenetagriculturaltradepositionsofthesecountries.
InthenextnegotiationsLLDCsshouldpushfortheelimina-
tionofexportsubsidies,whichwouldcompletethefirststep
takenattheUR.LLDCsshouldalsopursuestricterdisci-
plinesonexporttaxesandcontrolsthatexacerbatepricefluc-
tuationsinworldmarkets.
TheURalloweddevelopingcountriestomaintaindomestic
supportthroughpoliciestiedtopovertyalleviationandagri-
culturaldevelopment.ThemainconcernLLDCshaveonthis
issueisthattheyreceivetechnicalass istanceandfinancial
supportthatisadequatefordevelopingtheiragriculturalsec-
tors,aneedaffirmedintheministerialdeclarationonthesub-
ject.
SuchtechnicalandfinancialassistanceisalsovitalifLLDCs
aretocomplywiththeSanitaryandPhytosanitary
Agreementandproduceatthestandardsexpectedinthemar-
ketsofthedevelopedcountries.ImprovementsinSPSmea-
sureswillalsobenefitdomesticconsumersintheexporting
LLDCs.
Toassurefoodavailability,net-food-importingcountries(a
groupthatincludesnotonlythoseformallyidentifiedas
NFIDCsintheWT ObutalsoagreatmajorityofLLDCs)
shouldseekadequatefoodaid,whichhasdeclinedinrecent
years.Butitisalsoimportanttomakefoodaidavailablein
grantform,totargetittopoorgroups,andtodeliveritinways
thatdonotdisplacedomesticproductioninthecountriesre-
ceivingit.Badlymanagedfoodaid,orcheapfoodimports
duetoexportsubsidies,mayjustreinforcethebiasofeco-
nomicpoliciesagainsttheruralsector,withanegativeimpact
onpooragriculturalproducers.Tooffsetthepossibilityof
morevolatileagriculturalpricesNFIDCsshouldinsistonthe
needfora dequatefinancialfacilitiesduringemergencies.
IngeneralLLDCsshouldemphasizetotheinternationalcom-
munitytheimportanceofimplementinganintegratedframe-
workforeconomicandsocialdevelopment,withagricultural
andtradepoliciesplayingakeypartinit.Theneedforthisframe-
workwasrecognizedintheWTOPlanofActionforLLDCsin
1996,whichmainlyfocusedontrade.Moregenerally,LLDCs
shouldemphasizetheimportanceofcreatingandexpandinga
supportiveinternationaltradeandfinancialenvironment.
Appropriatemeasureswouldincludethecontinuation anden-
hancementofthereductionoftheexternaldebtofHeavily
IndebtedPoorCountries(HIPCInitiative).Improvedinterna-
tionalconditionsshouldgohandinhandwithabetterdomestic
frameworkindevelopingandleast-developedcountries,includ-
ingstablemacroeconomicpolicies,openandeffectivemarkets,
goodgovernanceandtheruleoflaw,avibrantcivilsociety,and
programsandinvestmentsthatexpandopportunitiesforall,with
specialconsiderationforpooranddisadvantagedgroups.
LLDCSANDTHEMILLENNIUMROUNDTRADE
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O
neofthegreatachievementsoftheUruguayRound(UR)
tradenegotiationswastobegintheprocessofplacingna-
tionalagriculturalpoliciesunderGATT(GeneralAgreementon
TariffsandTrade)disciplineatlast.TheCairnsGroupof
nonsubsidizing,agriculture-exportingcountriescametogether
in1986withthesinglegoalofensuringthatoutcome.
ogetherwiththeUnitedStatesandotherGATTsig-
natories,theGroupsoughtsuccessfullytohaveallnontariff,
nonquarantinebarrierstoagriculturalimportsconvertedtotar-
iffs;alltariffssubjecttoceilingbindingsthataresc heduledfor
phasedreductions;andallfarmproductionandexportsubsidies
reduced.Muchremainstobedone,however,beforeagricultural
tradeisasfullydisciplinedorasliberalasworldtradeinmanu-
factures.
WorldTradeOrganization(WTO)memberswillreconvenein
late1999tolauncha“millenniumround”oftradenegotiations,
onagricultureandservicesattheveryleast.Theirnegotiations
areunlikelytobearmuchfruit,however,unlessdealscanbe
struckacrossothersectorsandissuesaspartofamorecompre-
hensivepackage.Amongotherthings,thiswouldenablepartici -
pantstopursuefurtherreformintextiletrade,anopportunity
thatwillbeespeciallyworthwhileifChinaissoontobecomea
WTOmember.
Assumingthatacomprehensiveroundislaunchedatthenext
WTOministerialmeetinginSeattleinDecember,theCairns
Group’sagendafortheagriculturalnegotiationswouldinclude
thefollowing:
.Hopefullythiswill
notbeasdifficultnowasitwasduringtheUR,giventheconsid-
erableprogressinunilateralfarmpolicyreformsbytheUnited
States,theEuropeanUnion(EU),andJapanduringthemid-
1990s(reformsthatthemselveswereresponsest othechanged
atmospherecreatedbytheURagreements).
Thissoundsambitious
giventhatthosesubsidiesweretobereducedbyonlyone-fifth
undertheUR,butnothinglessthanacompletebanisneededto
bringagriculturaltradeintolinewithnonfarm-producttradeon
thisissue.
Itemsinthe“bluebox,”whichcon-
tainsdirectpaymentstoU.S.andEUfarmerswhorestricttheir
output,werenotcountedintheAggregateMeasureofSupport
(AMS)thatgovernmentsarerequiredtoreduce.Butwiththe
U.S.andEUgraduallyreformingtheirdomesticsupportpolicies
forinternalreasons,thepoli ticalnecessityoftheanomalyofthe
blueboxhasdiminished.
Theonlypolicymeasures
listedinthe“greenbox”shouldbethosethatdonotencourage
output.Tighteningthecriteriawillreduceloopholesthatallow
output-increasingsubsidiestocontinue.Closingloopholesis
becomingmoreimportantbecausecommitmentstoreducethe
AMSencouragecountriestoconvertmoreoftheirpolicyinstru-
mentstothoselistedinthe“greenbox.”
“Dirtytariffication”
(bindingtariffsatwellaboveappliedrates)allowscountriesto
continuetovarytheiractualtariffprotectioninrespons eto
changesindomesticorinternationalfoodmarkets.Gettingthose
boundtariffsdownfrom50–250percenttothe5–15percent
rangeofratesonmanufacturesrequiresgovernmentstotake
reformseriously.NegotiatorsintheTokyoRoundusedthe
“Swissformula”formanufactures,reducingtariffsbyalarger
percentageforthoseproductswithhighertariffs.Thisformulais
moreappealingthanthe“zero-for-zero”approachwheretariffs
areeliminatedaltogetherforselectedproducts,becausethat
increasesthedispersionoftariffratesacrossproducts,and
leavesthepoliticall ydifficultitemssuchasdairyandsugarun-
derhighprotection.
.Theminimum-access
requirementsoftheURensuresthatatleast5percentofdomes-
ticsalesofprotectedfarmproductswillbeimportedbydevel-
opedeconomiesatloworzerotariffs.Agriculture-exporting
countriesenjoyingthatpreferentialmarketaccessareunder-
standablyreluctanttosuggestTRQsberemoved.Perhapsthe
bestalternativetoremovingtheTRQistoexpandit,soastosi-
multaneouslyreduceitsimportance,increasecompetition,and
lessentheimpactofhigh,above-quotatariffs.IfTRQswereto
be increasedsteadilyeveryyear,itwouldnotbeverylongbefore
quotasbecamenonbindingformostcountries.ExpandingTRQs
maythusbemoreliberalizinginthemediumtermthanreducing
highabove-quotaboundtariffs.
The
UR’sagreementonsanitary(humanandanimalhealth)and
phytosanitary(planthealth)measureshasworkedwellsofar,so
someCairnsGroupmembersarereluctanttorenegotiateitfor
fearofweakeningit.However,manycountriesusebluntquaran-
tineinstruments,suchasimportbans,torestrictimportswell
beyondwhatisnecessaryforprotectingthehealthofplan ts,ani-
(The
GroupcurrentlyconsistsofAustralia,Argentina,Brazil,
Canada,Chile,Colombia,Fiji,Indonesia,Malaysia,New
Zealand,Paraguay,thePhilippines,SouthAfrica,Thailand,and
Uruguay.)T
LOOKINGBEYOND1999
Makeagriculturemoremarket-oriented
Phaseoutfarm-exportsubsidies.
Removethe“bluebox.”
Tightenthe“greenbox”criteria.
Securelargereductionsinboundtariffs.
Expandtariff-ratequotas(TRQs)
Tightensanitaryandphytosanitary/quarantinerules.
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AIRNSROUPERSPECTIVE CGPmals,andcitizens.Attheveryleastsomeformofnotification
requirementthatrequiresWTOmemberstodisclosethedegree
towhichtheyrestricttradewithquarantinemeasureswouldbe
helpful.
.Thisissue
isworthyofcloseattentioningeneral(notjustforfarmtrade)
becauseofthelargenumberofformercentrallyplannedecono-
miesseekingWTOmembership.WhileanoutrightbanonSTEs
seemsimplausible(toomanycurrentWTOmembershave
them),itmightbepossibletorequiremembersthatcreatenew
STEstocompensateotherWTOmembersthatareadversely
affected.Ontheimportside itmightalsobepossibletomake
stricteruseofGATTArticleII:4,whichstatesthatthenontariff
mark-upsbyanSTEshouldnotbelargerthantheimporttariffs.
Ontheexportside,requiringtheremovalofthemonopolystatus
ofsingle-deskexportingagenciesandtheirpracticeofdefining
“export”gradesdifferentlyfromthegradessoldonthedomestic
marketwouldlessensuspicionthattheseSTEsweresubsidizing
exportscovertlyorraisingdomesticconsumerpricesorboth.
.Thismech-
anism,whichallowsdevelopedeconomiestomaintaindomestic
pricesbytriggeringimportrestr ictionsshouldquantitiessurge
orimportpricesplummet,couldbephasedoutbyadjustingthe
triggerseachyearsothattheyarelessandlesslikelytocutin.In
themeantime,memberscouldseekagreementonthelevelof
triggerprices.Theycouldagreetosetpricestothe(typically
verylow)externalpricesusedincalculatinginitialtariffequiva-
lents.
.Thesearejustfarmexport
subsidiesbyanothername,andtheyclearlyneedtocomeunder
strongertradediscipline.SincetheURmandatedmembersto
reachanaccordby2000onexportcreditsingeneral,thenext
WTOroundwillprovide anopportunitytoensurethatagricul-
turalexportcreditsaretreatedinthesamemannerasthosefor
otherproducts.
Bythestandardsoftherestofthe20thcentury,historianswill
judgeitsfinalfewyearsasgoodonesforreducingdisarrayin
worldfoodmarkets.TheGATT/WTOmembership,andinpar-
ticulartheCairnsGroup,cantakeasignificantshareofthecredit
forthatreduction.Yetagreatdealmoreremainstobedonebe-
foreagriculturalmarketsenjoyanywherenearthefreedomfrom
governmentinterventionthatmanufacturesenjoy.
Thenextstageofreformwillbeconductedinan environ-
mentinwhichtheforcesofglobalization(includingever-faster
internationaltransfersofinformation,ideas,capital,skills,and
newtechnologies)willhaveever-strongereffectsonmarkets,
possiblytriggeringsporadicpolicybacklashes.Inthe
seed/pesticideindustry,forexample,surgesineconomiesof
scaleandfinancialmarketliberalizationoverthepast15years
areencouragingrapidexpansionofforeigndirectinvestmentby
largemultinationalcorporations.TheUR’sTradeRelated
IntellectualPropertyAgreementcontributedtothatexpansion
byrequ iringmoresecurepropertyrightsforseeds.Optimalin-
ternationallocationsofproductionmaywellchangein
nontrivialwaysasaresultofglobalization,bringingforthnew
forcesrequiringfurtheradjustment.Withthisinmind,thereare
manychallengesaswellasopportunitiesaheadfortheCairns
Groupandothersinterestedinseeingagriculturalmarketre-
formscontinueintothenextcentury.Keyprioritiesforthenext
fewyearsinclude
securingaconsensustolaunchanewroundofmultilateral
tradenegotiationsattheturnofthecenturythatiscompre-
hensiveenoughtoallo wtradeoffsacrosssectorsandissues;
ensuringthatallthemainmeansofdistortingagricultural
marketsarehighonthenegotiatingagenda,inordertomini-
mizethepossibilitythatreformsinoneareaareoffsetby
trade-distortingsupportmeasuresinanother;
facilitatingtheaccessionofnewmemberstotheWTO,par-
ticularlythoseaspirantsthataresignificantinworldagricul-
turalmarkets,suchasChina,Russia,Ukraine,andVietnam;
encouragingmoretransparencyinandanalysisofthenature,
extent,andeconomiceffectsofmarket-distortingfarmand
foodpolicies,inc ludingthosethathaveremainedrelatively
unexposed,suchasenvironmentalandquarantinemeasures;
continuingtoexplainwhytradereformsaredesirableand
whytheyneednotbeathreattofoodsecurity,foodsafety,or
theenvironment;
clarifyingeachmajorcountry’sinterestsandobjectives,
exploringtheprospectsformorecoalition-buildingamong
WTOmembers,andreducinganimositybetweenmembers
wherethatisbasedonincompleteorincorrectinformation;
and
buildingastrongerconsensusforreformintheCairnsGroup
countriesthemselves,includingintradeareastrad itionally
neglected(single-deskexportingagencies,quarantinere-
strictions),whereagoodexamplesetbyfood-exporting
countrieswillenhancetheprospectsthatfood-importing
countrieswilldolikewise.
Finally,agriculture-exportingcountriesalsohaveaninterest
inensuringaquickreturntorapidindustrializationandeco-
nomicgrowthindenselypopulatedAsia,forthatwillexpand
thesedevelopingcountries’netimportsoffarmprod-
ucts—especiallyifWTOcommitmentspreventthemfromrais-
ingfoodimportbarriers.Thisimportexpansionalsodependson
advanc edeconomieshonoringandthenextendingtheircommit-
mentstoliberalizemarketaccessforAsianmanufactures,espe-
ciallytextilesandclothing.
Reformrulesonstatetradingenterprises(STEs)
Phaseoutthe“specialsafeguards”mechanism
Normalizefarmexportcredits
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